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THE SITUATION IN CUBA 


THE PROBLEM 


To estimate likely developments in the Cuban situation over the next six months, 
with particular reference to prospects lor Communist domination or control of the 
Castro regime. 


CONCLUSIONS 


1. Fidel Castro has replaced Batista's mil- 
itary dictatorship with a radical-national- 
ist one which is deeply and increasingly 
influenced by Communists. There is no 
longer any prospect of democratic gov- 
ernment under his regime. Castro re- 
mains the dominant leader of Cuba, and 
the revolution continues in large measure 
to be an expression of his own unruly and 
messianic personality. {Paras. 10-13) 

; 2. Fidel Castro will almost certainly re- 
main in power through 1960, unless he 
becomes Incapacitated to such an extent 
as to be unable to exercise personal lead- 
ership. The opposition to his regime, 
though growing, is wje^:axid divided and 

^lacto^afdynaxni Fidel 

4 Castro depart the iceneVa crisis probably 
would develop in a "ahbrt' time. Raul 
Castro ra would prob- 

^abrfse&toia^ 

J Jor power and there)* a Setter than even 
chance that the cbuntryjwould be thrown 
into a period of widespr and 

bloodshed. (Paras. 15-27, 47-50) 
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3. The economic situation, although de- 
teriorating in some sectors, has improved 
in others, and we do not foresee its caus- 
ing serious political problems this year. 
The outlook for private investments re- 
mains poor in view of the ever-present 
threat of expropriation and the increas- 
ing degree of state direction of the econ- 
omy. {Paras. 28-38) 
Cl We are unable to answer the simplified 
question "Is Castro himself a Commu- 
nist?" Communists are deeply involved 
in the remodeling of Cuba— more so than 
in Guatemala in 1954— and the country 
has become a base for communism in 
Latin America. Clearly Castro regards 
-the Communists as helpful and reliable 
allies in achieving his objectives; Com* 
munists and their support are in posi- 
tions of importance throughout the revo- 
luUonary government^ Given the mutu- 
ality of interest between the Castro re- 
3iigime"and^ the 
difficult, and in most respects academic 
to try, to distinguish the policy and ac- 
tions of the Castro regime from those 
which would be expected of a government 


BIT 


BI 


under actual Communist control in the 
present circumstances in Cuba. This sit- 
uation will almost certainly persist to 
long as Fidel Castro and his associates re- 
main in power. Indeed, the outlook Is 
for Castro's increased dependence on 
Communists and they will continue to be 
able to make many decisions and take 
many actions without consulting him. II 
this trend continues, the Communists will 
gain de facto control of the Castro regime, 
and are ' near this point now. (Paras. 9, 
, 14-19, 22-24, 51) 

5. For the next six months or so, how- 
ever, it appears unlikely that the Com- 
munists will have the desire to make a 
bid for overt power or the necessary 
strength to maintain it. We believe that 
the Communists will avoid moves which 
would place Cuba demonstrably under the 
domination or control of the international 
Communist movement within the mean- 
ing of the Caracas resolution. (Para. 52) 

6. Recognition of additional Bloc govern- 
ments, including Communist China, is 
likely; and Cuba will probably support the 
•eating of that country in the UN this 
fall. Bloc aid, probably including the pro- 
vision of some military equipment, is 

, likely^o grow. n Tbe Bloc would jdraost 

"if 'The Director of Intelligence and Research, De- 
U pertinent of Bute would fubrtituW "saaj be" for 

^-• : ;"tet." x:>- ', >.". V 
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certainly continue economic aid to Cuba 
and would probably increase the level of 
aid if US action, governmental or private, 
threatened to affect adversely the Cuban 
economy. (Paras. 38, 40-41, 55-56) 

7. We foresee no significant change in 
Cuban foreign policy over the next six 
months or so. Castro will almost cer- 
tainly continue his bitter and vociferous 
hostility against the US, and accuse both 
the US Government and US business in- 
terests of attempts to destroy the Cuban 
revolution. Through a aeries of actions 
and reactions, this anti-US campaign 
might come to involve a demand for US 
withdrawal from Ouantanamo, a rupture 
of diplomatic relations, or danger to the 
lives of American citizens in Cuba. He 
will almost certainly continue his exten- 
sive propaganda and proselytizing activi- 
ties in Latin America, seeking thereby to 
undermine Western Hemisphere solidar- 
ity, to reduce US influence in Latin Amer- 
ica, and to replace unfriendly govern- 
ments with ones more closely oriented to 
his own. He would probably gponsor 
armed intervention in the event of the fall 
of the Trujillo regime or other favorable 
opportunities. Cuba will probably be- 
come increasingly isolated and suspect 
vis-a-vis the other Latin American and 
most African and Asian governments. 
(Paras. 39, 42-46, 53-54) 
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DISCUSSION 


A. 7h« Political Situation 

8. Introduction. The revolutionary movement 
of Fidel Castro began essentially as an indige- 
nous Cuban effort dedicated almost solely to 
the overthrow of the Batista dictatorship. As 
tuch it had broad popular appeal; it counted 
heavily on the support of the middle and 
upper classes who saw in Castro the way to 
throw off the repression and graft of the Ba- 
tista regime. Even though Castro's plans for 
action after victory were not detailed, he ap- 
pealed to most Cubans as the man who could 
accomplish long overdue social and economic 
Teforms and a return to constitutional govern- 
ment and free elections. In general he offered 
a nationalistic program, Including land re- 
form, expansion of production, reduction of 
unemployment, and a better life for the peas- 
ant and worker. 

9. TTie Communist party (Popular Socialist 
Party— PSP) , which had cooperated at various 
times with Batista, Jumped on the Castro 
bandwagon only a few months before the fall 
of Batista, when Castro's success seemed cer- 
tain. The Communists saw in the nature 
and direction of the revolution a promising 
opportunity to advance their cause. Since 
then, the Communists have vigorously sup- 
ported the Castro regime and have been able 
to exert increasing influence within it and on 
Its policies. '-."■At the same time, Castro's mod- 
erate supporters are being expelled or are 
abandoning him, and the regime is drawing 
its popular support primarily from the peas- 
anUandwcTkers. v _ 

10 In less than a year and a half Fidel Castro 
^ has drastically changed the traditional pat- 
terns of We in Cuba. Itoe Batista military 
dictatorship has been replaced by one built 
around Castro's own Image. Backed by 
the levoluUonaryiaimy, a newly organised 
^people's militia," and the lower Income 
groups, the regime has consolidated its control 
over the various instrument* of political power 
^ and influence In Cuba, and has pressed ahead 
9lth a revolutionary program of economic and 


social change. In addition, the Cuban Gov- 
ernment has been transformed from a tra- 
ditional friend of th» US into a center of 
virulent' anti-Americanism and of support for 
international Communist objectives in Latin 
America. 

11. There is no longer any prospect of demo- 
cratic government under Castro. Be is in- 
creasingly unwilling to tolerate any opposi- 
tion. Violations of human rights are increas- 
ing; there are perhaps as many political pris- 
oners in Cuba today as at any time in the past. 
The press and radio are controlled by the 
regime with only minor exceptions. 

12. Government Leadership and Communism. 
Prime Minister Castro remains the dominant 
and undisputed leader of Cuba. Although he 
has lost some popular support in recent 
months, his appeal to the unorganized masses, 
particularly the peasants, as the symbol of the 
revolution is still powerful and unique. No 
other figure has emerged with the stature to 
challenge him and none of his associates com- 
mands any comparable popular support. The 
revolution Itself continues in large measure 
to be an expression of Castro's own unruly and 
messianic personality, deriving its authority 
from his presence and much of its momentum 
from his driving sense of personal mission. 

ClS. Fidel Castro's pollti*-l Ideology Is highly 
eclectic, Including a variety of revolutionary 
concepts. He is giving an overriding priority 
to social and economic revolution. He stri- 
dently asserts Cuban nationalism, particularly 
through attacks^oa the US and Its alleged 
domiration of Cu^ x His program Is virtually 
indistinguishable from what the local Com- 
munists openly advocate, and he Is regarded 
by Internationa] Communist leaders as an ex- 
cellent Instrument for their purposes. D 

14. We are anable to answer the simplified 
question "Is Castro himself a Communist?" 
The Communists have apparently been care- 
ful to avoid actions which could be used as 
proof that they were dictating the course of 
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the revolution. Tne PSP as a party does not 
participate openly in the government; Its lead- 
ers generally remain outside the political spot- 
light and have taken pains to emphasize their 
loyalty to Castro. The latter finds it easy and 
useful to accept the assistance and id vice of 
Communists and regards them as reliable 
allies in formulating and carrying out the 
measures required to achieve his revolution- 
ary goals. Indeed, he and the other leaders 
equate anticommunism with counter-revolu- 
tion. He has come increasingly to believe that 
the Communists and their sympathizers repre- 
sent almost the only group which can be 
counted on not to desert him as have many of 
his original associates, and he is probably con- 
fident that he can continue to dominate them. 

15. The Communists, for their part, seem to 
find tills relationship satisfactory. Fidel 
Castro'5 alms and actions, particularly his 
virulent anti-US attitude, are consistent with 
their own present objectives. Furthermore, 
support of Castro gives them the tactical ad- 
vantage of Wentiiying themselves with an 
Indigenous movement, whose influence and ex- 
ample they can hope to exploit throughout 
Latin America. Through their assistance to 
Castro, and with the active cooperation of his 
most Influential advisors, Raul Castro and 
"Che" Guevara, they have been able to Infil- 
trate Communists and their suppoxters Into 
positions of great Importance throughout the 
revolutionary government. Communists are 
now deeply Involved In the remodeling of 
Cuba— more so than In Guatemala In 1954— 
and the country has In effect become a 
base for Internationa] communism In Latin 
America. 3nere Is no strong organised anti- 
Communist group; most Cubans probably do • 
iot regard communism as a threat %o Castro's t 
revolution. "■'""' \y: ' *f^'-^ v " '\-~ : ~";'. ': 

16. The PSP, with a growing membership, now 
to excess of 17,000, Is the only organised polltl- 
calpaj 

*ef ^uiy Movement. Itself - G>mmunisWnn> } 
trated, lacks most attributes of an organised 
party. The Con dngly 

come to provide for Fidel Castro the type of 

•Hot toeJided are the 11.000 Members of the 
Jovertod BocUlicU. youth wing of the PSP. 


vigorous support which other Latin Amerla 
dictatorships have traditionally obtained fro 
strong military or well-organized personal f< 
lowtogs. Given the mutuality of Interest t 
tween the Castro regime and the Cuban On 
munists, it Is difficult, and In most respec 
academic to try, to distinguish the policy ai 
actions of the Castro regime from those whi< 
would be expected of a government under s 
tual Communist control in the present drew 
stances In Cuba. 

17. While the supporters of the regime pro 
ably are for the most part non-Communia 
dedicated to the revolution, almost all mo 
crates have been purged from top positio 
In the bureaucracy. The principal agend 
of the government are now controlled by e 
treme leftists, who are also Castro's closest a 
risers. Indeed, Raul Castro, who heads 1 
revolutionary armed forces and police, An tor 
Nunez Jimenez, Director of the Ratios 
Agrarian Reform Institute (DTRA) , and "Ch 
Guevara, President of the Rational Bank, a 
strong pro-Communists, If not actual Ca 
munists. All work closely with Communis 
use their positions to facilitate Communist \ 
filtration Into most sectors of national II 
participate In Communist front activities, a 
aid the PSP by persecuting Its opponents. I 
have furthered closer relations with the Bli 
Others In the Council of Ministers are leftii 
some with past or present Communist assoc 
tions, Including the Ministers of Foreign J 
fairs, Treasury, Labor, Education, and Pub 
Works. President Dortieds, although onlj 
figurehead, Is likewise a leftist and a forxx 
.;, PSP member. ; :: ^ 

IS. ! tf Agrarian Reform InsUtu 

i-The. major Instrument of the revolution 
% IRRA, whose actions affect aO levels of Cub 
'population of six million. IRRA has expand 

from Its original function of executing 1 
ia^rarlaa reform program to the point of a 
"~ trollin*' s lar^e *»*H of j^^eultyye as well 

a considerable part ^ of industry, trade, and 

vestment heikey officers of IRl 

-ajre probably Communists or pro-Communfa 

as are others active In administering agrarl 

rtf win to the provinces. 
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19. The unitary* The Mined forces, po- 
lice, and Investigate agencies nave been 
thoroughly reorganised by the regime to 
strengthen its control over them. Under the 
direction of Raul Castro since early 1959, the 
effectiveness of these services has been reduced 
by a purging of professionals, moderates, and 
•nti-Communists, and fe? a series of high level 
defections. Furthermore, much of the army 
effort has been dissipated In nonmllitary ac- 
tivities, and the army 'a combat effectiveness is 
low, except for guerrilla-type operations. How- 
ever, it remains the most effective force In 
Cuba for maintaining Internal security and 
for insuring Castro's retention of control. The 
services are probably In the main loyal to the 
regime, but there has as yet been no test of 
how they would behave in the event of serious 
dvil disorder. The Communists have infil- 
trated the military both at the officer and the 
rank-and-file levels, and play key roles in the 
military indoctrination programs, in Intelli- 
gence and police organs, and among army per- 
sonnel working with XKRA in the provinces. 
Communist penetration is great sst In the 
army, where there U a significant number of 
high level Communist officers. Including the 
Inspector General and the Director of Intelli- 
gence. 

80. The regime has also established a "people's 
militia" made up of students, peasants, and 
urban and sugar workers, and numbering 
some 100,000 of both sexes. It Is as yet only 
partially armed and for the most part poorly 
trained. At present; It could be expected UT 
contribute to Castro's control of the urban 
major disorders and [to con- 
duct 
t: against antW^strofdrcea^tt appears to hava, 

combat force In'eonvenUonal operations, how- 
; over. Ifct establishment of th has 

^ lax" lorcaffiSI^^^^^^^^^^' ***^3 

^J r^v^^fe-.-.-'^ a^^^ _ ____ 

*&. abort UJH6. a national poUct of 7.000, and a navy j% 
:'? of abort SjOOO. Iht strength of the;alr force has. 
been reduced from about 1J00 to apprwlmaUly 

_ wtts. 


SI. The Castro regime has purchased and re- 
ceived large Quantities of military equipmr-* 
nd suppliesflaostly from "* ' ' 
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S2. Other Areas of Government. In Its thor- 
ough revamping of the government structure, 
the Castro regime has also made the judicial 
and educational systems, the foreign service, 
welfare Institutions, and even local govern- 
ments conform to the revolution. Commu- 
nists are In strategic positions and have had 
particular Influence in the education ministry 
and at the various levels of public instruc- 
tion. Although most university students at 
first supported Castro, the majority of the stu- 
dent body Is probably antl-Communlst and 
now disillusioned with him. However, the gov- 
ernment-controlled University Student Feder- 
ation, along with an aggressive Communist 
minority, b engaged in a campaign to force 
the students Into submission. 

ti. Propaganda Media. With the recent ads* 
ure of the two major opposition newspapers, 
there remains In Cuba only one small inde- 
pendent newspaper and this one is intimidated 
by the regime. Nearly all radio stations are 
In fact government-run and the only remain- 
ing Independent television network Is expect- 
ing official Intervention. Communists have 
heavily penetrated all propaganda media, and 
.■ txe dlssernlnatlng a wealth of party materials 
S drawlnrhberallf cei aources provlded ; >y,the^ 
^&BC-Sovlet Bloc? Cuba's latin American neis^ 
agsney, Agenda Prensa Latlna, with official 
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tffid probably Bloc financial support, is the 
major press service in Cuba. 

ft Organized Labor. Like the government, 
the leadership of the labor movement has un- 
dergone a systematic purging of moderates 
and anti-Communists, A protege of Raul Cas- 
tro if Minister of Labor, and his ministry now 
has the sole power to negotiate labor contracts 
and to hire and fire employees. The leader- 
ship in most federations vehemently protested 
against Raul Castro's attempts in November 
2959 to place Communists in the executive 
body of the national labor organisation (CTC) . 
However, the regime, with Fidel Castro's per- 
tonal intervention, succeeded in installing sev- 
eral pro-Communists in key positions, and the 
CTC withdrew from the Western Hemisphere's 
non-Communist labor grouping (ORIT). The 
longstanding struggle between the Commu- 
nists and non-Communists in the labor move- 
ment continues. Communists have the sup- 
port of only a minority of the rank-and-file in 
organized labor. Moreover, organi-ed labor 
probably feels that it has benefited less from 
the revolution than have the peasants and 
unorganized workers, Ihe CTC is far from 
being a reliable tool and could cause trouble 
for Castro, . 

25. Oppotit ion. In recent months there have 
been Increasing signs of opposition within 
Cuba to the Castro regime mainly in reaction 
to the expansion of Communist influence, the 
dictatorial nature and methods of the regime, 
and assorted economic grievances. The regime 
and Its Communist associates are experienc- 
ing considerable resistance to the consolida- 
tion of their control In the key fields of labor 
and student sxUviUesvfDisillusionment wito , 
the regime has be«^|^!&fUm'&d-i9S9^ 
within the 

which lor the most pa I the 

revolution. Many of Castro's early close asso- 
ciates In the 26th July Movement have by 
now walked out or been JetUsoned, and thertl 
are tofflcations 5 that signifiean^ 
the armed forces are mcreasmgly rest! ve over 
the radical course the revolution Is now tak>; 
tog. Small scale ii;m^ 
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peared In Orlente Province where Castro made 


bis start A prominent Catholic bishop, 
known for his sympathy for the initial aims of 
the revolution, has openly attacked Commu- 
nist influence in the regime, while another 
Important member of the Catholic hierarchy 
has attacked the dictatorial methods of the 
government. 

36. Nevertheless, opposition does not as yet 
pose a serious threat to the regime. Except 
for the sizable business and propertied inter* 
ests, most elements of the. community have 
either derived some direct benefits from the 
regime's economic measures or been able to 
escape their worst effects. The ideal of a "new 
Cuba" still has a powerful appeal both for 
peasants and workers and for professional and 
other intellectual groups. With the old-line 
political parties discredited and many of the 
propertied class in flight, much of the anti* 
Castrc activity has until recently come from 
adventurers and embittered Batista support- 
ers, operating from the Dominican Republic 
and the US. Buch activity is beneficial to the 
Castro regime in that it tends to Identify all 
opposition with the generally detested Batista 
dictatorship. Moreover, the activities In the 
US of those closely associated with Batista 
lend plausibility to Castro's anti-American 
campaign 

27. The most Important of the organised op- 
position groups appears to be the Movement 
for the Recovery of the Revolution (MRR), 
largely made up of former Castro supporters 
who feel that he has "stolen" the revolution 
and Is opening up the way to Communist domi- 
nation of Cuba. This organization claims to 
Include some 1,000 men in Santiago and nu- 
clei scattered thr an, 
exile group in Fiorid^Alsot^e^ 
or more guerrilla bands operating In Oriented 
Province Is connecUd with the MRR. The 
Christian Democratic Movement (MDC), or 
ganlzed by a Catholic UrJvenity prof essor in 
'■: late 1W9, Is demoralized as a result of tori 
ernment repression. In sum, while opposi- 
tion b growing, it Is still r weak and 
disorganized. In particular, rt thus far ap- 
pears to lack a dynamic pleader 5 capable of * 
bringing various | of b&Jp^ 
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mg an effective challenge to Fide] Castro for 
popular support.* 

ft. Hit Economy 

28. The Present Situation. Fidel Castro -hits 
drastically reorganized the Cuban economy. 
Ee has embarked upon a program designed to 
establish state control over much of the econ- 
omy, to redistribute national income and 
wealth, and to reorient foreign economic rela- 
tions. In the process he is destroying the for- 
mer dominant position of the wealthy Cuban 
landholding class and of foreign, principally 
ITS, capital Re has further directed the econ- 
omy away from the US by expanding eco- 
nomic relations with the Communist Bloc as 
well as with neutralist and other Western 
countries. 8tate controls are administered 
chiefly through the Centra] Planning Board, 
which Fide] Castro personally heads, through 
Guevara's National Bank, whose wide powers 
have been increased especially in the control 
of foreign exchange and credit, ar.d through 
INRA. 

29. INRA is proceeding rapidly to expropriate 
large land holdings. Virtually all remaining 
tugar estates are scheduled to be expropriated 
after the I960 harvest. In addition. It has 
made extensive use of its power to "intervene* 9 
(to control the management of) the opera- 
tions of agricultural enterprises. INRA claims 
that Its operations already affect more than 

. half of Cuba's total farm area. While INRA 
has power to establish sUt*controlled Indus- 
tries as well as to intervene private industries, 
H has, to date, engaged principally in the lat- 
ter. It has taken control cf a large number 


of enterprises, many of which had previously 
teen forced to curtail or suspend operations 
as a result of government inspired labor dis- 
putes or other forms of interference. Sellable 
statistics on INRA's activities are not avail- 
able, in part because of the Informal and hap- 
hazard way in which INRA operates and the 
unrealistic values it puts upon seised prop- 
erty. However, as of May 1960, INRA reported 
that It was operating 120 formerly private 
companies, which It valued at $250 million,, 
and that It had established 1,392 production 
cooperatives (mostly sugar cane farm coopera- 
tives) and 2,000 people* stores. INRA also 
engages in the production, purchase, distribu- 
tion, and export of certain agricultural com- 
modities as well as the import of supplier. 

SO. The regime's principal achievements to 
date, and probably Its most easily attainable 
objectives, have been the enforced reduction 
of basic living costs and the expropriation of 
large properties for the benefit of workers and 
peasants. Higher wages and government-en- 
forced cuts in the cost of housing and utilities 
have increased disposable Income for urban 
workers. In part because the regime feared 
that the breaking up of large estates, espe- 
cially sugar lands, would reduce efficiency. It 
has generally not distributed land to Indi- 
vidual farmers as originally promised, but has 
transferred It to cooperatives. XNRA has 
pumped large sums Into housing, schools, 
roads, and other public services In the cooper- 
atives, thereby raising the standard of living 
of the peasants affected. Although the gov* 
eminent has not fulfilled the glowing promises 
K originally made to the peasants, the morale 
of the participants In cooperatives appears to 
atccntiy repr«enuu*es « cmt- be generally goooV Serious discontent with 


^alde Cuba with; i i:nmr.v? <* other.' sad-Batista Cu- 
• Wn i AatfnUco Party and the" 

Christian Democratic and acrliU movements. 

isaUoo to be : 
p,anown^M%tbtf Democratic mary Front : 

. Ihe 
poMiealotrt- 
a and' hat as eaec-^ 
^■uve committee composed of Just© GarrUlo H«rn*a- 
^de*/ ssaaael^Lttme, a&£ :*aaclo llascev FRD ee-^ 
'gcae/beyond the Initial organisation^ 


the government's economic program is largely 
confined to the propertied and professional 
sectors. ,_...'- 

21. lie economy, although going down hm 

roved In others. Real : 

as increased. Agricultural 

put has risen In some cases, 

any at a high leveL • Ibt 1959- 

1960 sugar crop wis good and sugar sales 


\Jh\ 


BI/RIT 


MQMZT 


are up over recent yean.* The rise a the 
real income of the workers and peasants has 
resulted In greater consumer demand, espe- 
cially in low-cost merchandise, and for the 
most part domestic retail business is food. 
Also, while the inexperience of government 
leaders has led to mlsallocation and waste of 
resources, this has been offset to tome extent 
by a reduction of corruption. 

32. The most serious deterioration in the econ- 
omy is in the financial sector. Oovemment 
revenues as well as expenditures reached new 
highs in 1059, but a portion of the record reve- 
nues were nonrecurrent items and it is prob- 
able that the 1060 budget deficit will exceed 
the $115 million deficit of last year, which was 
financed chiefly by borrowing from the Na- 
tional Bank. Such deficit financing has con- 
tributed to an increase in money in circula- 
tion. The money supply has expanded by at 
least 20 percent since Castro's takeover, and 
the regime is planning extraordinary currency 
Issues. In addition to larger regular budg- 
etary expenditures, the autonomous credit 
agencies substantially increased their indebt- 
edness, thereby contributing to the rise in the 
total public debt to $1,529 million by the end 
of 1959, or close to 20 percent in the year. 

S3. Meanwhile, other sectors of Uie economy 
have suffered under Castro. Private Invest- 
ment has nearly halted as a result of increas- 
ing government controls, the revised Income 
and profits tax structure, a high export tax 
on minerals, the gradual freezing of profits, 
and the constant threat of intervention or ex- 
propriation. Because of forced rent reduc- 
tions, private construction has been greatly 
iitot public to-; 


some lines of domestic production, bat dras- 
tically cut back inventories and caused scarci- 
ties In Imported consumer goods and some 
basic food products. At the same time higher 
wage* and cuts in bousing and utilities costs 
are being partially offset by a general price 
rise of .about 15 percent In low cost cons umer 
goods, despite some price controls. Wage 
earners are also being required to bear an 
Increasing burden of taxes, union dues, and 
forced contributions to official funds, prob- 
ably now totaling about 14 percent of wages. 

34. The Castro regime inherited dangerously 
low foreign exchange reserves from the Ba- 
tista dictatorship and in its first year these 
declined further as a result of a reduction in 
exports and in capital inflow, coupled with a 
drying up of the important tourist industry, 
which contributed about $60 million to Cuba's 
foreign exchange earnings In 1958. The gov- 
ernment's foreign exchange position has been 
further weakened by Its considerable expendi- 
tures for armaments and for foreign propa- 
ganda, travel, and intrigues in Latin America. 
With earnings from high sugar exports still 
coming In, foreign exchange holdings have 
risen from a low of less than $50 million to 
over $150 million. However, this figure was 
achieved only through extensive Import con- 
trols, sharp restrictions on the outflow of capi- 
tal, and deferment of foreign commercial pay- 
ments. 

35. Xconorote Prospects. On the basis of con- 
tinued heavy government Investment and 
some Increases In production, real national in- 
come for 10 will probably surpass last year's 
totals Total exports will, probably also to- 

: a^ B i^^T^^^-(Bitptnding ©ri the 
amounts spent for arms and propaganda, may 

to current 
transactions. -In any event, the regime will 

make maximum use of the credits available 
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prospective wage freese will Increase this dis- 
content. However, popular belief that revolu- 
tionary promises are being fulfilled probably 
will enable the regime to enforce tome aus- 
terity without terlous loss of support 

96. The outlook for print* investment re- 
mains poor. The ever-present threat of ex- 
propriation and the Increasing degree of state 
direction of the economy will greatly discour- 
age both domestic and foreign investment. 
Foreign firms operating in Cuba will continue 
to have serious difficulty in obtaining foreign 
exchange fcr the purchase of nf?essa»y im- 
ports of raw materials and supplies as well as 
for the repatriation of past and future earn- 
ings. Processors of Imported raw materials 
for distribution in Cuba will be under continu- 
ing pressure to use and distribute commodi- 
ties received from the Bloc and elsewhere un- 
der barter agreements, as has already hap- 
pened in the case of oil refiners ar.d fertilizer 
manufacturers. The threat of expropriation 
will hang over the heads of those wishing to 
refuse to obey Cuban demands. 
37. A drastic US reduction in Cuba's sugar 
quota, which is now just over three million 
short tons, or the elimination of the price dif- 
ferential favoring Cuba (amounting to about 
$125-150 million) would pose a serious threat 

to the country's economy. However, even if | Hs5ul» has be- 

US enabling legislation were RMndj ™ ^t ^ UT{o \^^^ tpj ^ 

sanctions against Cuba's sugar tiadee^di^t jjggjg m ^ finlxttJoni , gcUviUes In UUn" 
be fully implemented before lH10m& r W^iaierlca; and the Castro government has 
99. Either in response to US economic actions worked closely with the Communist powers 
^•gainst Cuba, or to Cuban economic develop ® carrying out 1U own activities In this field, i 
*■ ^ ^ ^-^^^^^The tenewal of diplomatic relations with the * 


C Foreign Policy 

99. Cuban foreign policy appears to be domi- 
nated by Castro's concept that he Is engaged 
In a great crusade to liberate Cuba and the 
rest of Latin America from d omina tio n by 
the US and by Indigenous reactionary ele- 
ments.' Castro has thus far refrained from 
drastic action which would threaten a com- 
plete rupture with the US and has made oc- 
casional moves toward temporary abatement 
of tensions. Nevertheless, he has directed an 
Increasing barrage of vituperation against the 
US and has also attacked the OAS as well 
as a number of Latin American governments 
as instruments of US imperialism. 8pedfic 
Castro targets have included alleged US co- 
lonialism in Puerto Rico. US subjugation of 
Panama, and economic exploitation of Latin 
America by US business interests. Be has 
sought thereby to undermine Western Hemi- 
sphere solidarity, to reduce US influence in 
Latin America, and to replace unfriendly gov- 
ernments with ones more closely oriented to 
his own. 

40. Although Cuba's foreign policy U officially 
one of neutralism and has been marked by 
moves to cultivate the UAR, Indonesia, and , 
others to the neutralist camp-Castro has/L]\ 
meanwhile moved steadily closer to th e 8ino > 
Soviet Bloc. 
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TOSH and CsechoslovekJa * In May 1990 lei- 
i lowed & period of growing cultural, labor, and ; 
economic contacts marked by Cuban accept 
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P&land and CiechosloTakia.* A Urge number 
of Soviet and other Bloc technicians and trade 
specialist* are arriving in Cuba. Khrushchev 
has accepted an invitation to visit Cuba at 
mn unspecified date, 

41. Cuba has not officially recognized Com- 
munist China and has no formal commercial 
agreement with that country. Cuba has, 
however, told some 150,000 tons of sugar to 
Communist China In I960 and may be ne- 
gotiating for the sale of 500,000 tons more. 
Cultural relations between the two countries 
have increased markedly and Chou En-lai may 
have been invited to visit Cuba. Communist 
China's news agency maintains a lir^e branch 
in Havana and a Chinese language newspaper 
Is published there. A Communist Chins- 
Cuban friendship society was established there 
recently. Moreover, a Communist front or- 
ganisation oriented toward the comparatively 
large and wealthy Chinese community in 
Havana has been established with the dual 
objective of furthering the interests of the 
Chinese People's Republic and the Cuban 
revolution, * 

42. Fidel Castro's Latin American policy has 
not only sought to enlist official aympathy 
and support for Cuba and for such projects 
as the proposed conference of underdeveloped 
countries, but has also attempted to spread 
the revolution. Although the regime's initial 
Interest in sponsoring guerrilla invasions of 
other Central American and Caribbean coun- 
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tries has subsided somewhat— probably as a 
result of growing recognition of the difficulties 
of carrying out such operations successfully 
without undue risk — the effort to export the 
revolution by other means has intensified. 
Working in cooperation with Communist and 
other radical elements and exile groups who 
have flocked to Havana, the Castro regime has 
organized a wide variety of cultural delega- 
tions, Cuba friendship societies, and «t™n«»» 
mechanisms for spreading the Cuban story 
and stirring up opposition elements within 
other Latin American countries. In many 
cases Cuban diplomats, a number of whom 
have connections with the Tap and Commu- 
nist fronts, have themselves taken an active 
role in such propaganda and agitation. 

43. Cuban-sponsored or supj. ^ted interna- 
tional conferences of various xront groups have 
served as forums for spreading Cuban (and 
Communist) propaganda in favor of Castro 
and against 'oe US and other targets. A 
key supporting element to these activities has 
been the Cuban news service Agenda Frensa 
Latins, with offices in all but a few Latin 
American countries, In Europe, the Middle 
East, and the Bloc, and with a constantly 
expanding service. Agenda Prensa Latins 
distributes considerable material supplied 
through Bloc news agendes as well as Its 
own, 

44. These activities have had some effect in 
popularizing Castro among the Latin Ameri- 
can masses as a symbol of radical reform and 
of successful defiance of the US; a vocal pro- 
Castro minority exists In most countries. 
These elements are not strong enough In 
themselves to represent a significant political 
force, but in Venezuela and to a lesser extent^ 
In Bolivia, there are Important non-Commu- 
nist groups attempting to use existing pro- 
Castro sentiment for their own ends. Mean- 
while, Castro's extremist polides, at home and 
abroad, hav* sHeni 

In other Latin American countries who Initially 
welcomed his overthrow of the Batista ^regime; 

45. Virtually every U American govern- 
ment now opposes Castro In greater or lesser 
degree. Anti-Castro feeling and tear of his 
type of revolution are particularly strong 
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among ruling groups in the Caribbean-Central 
American area, where blatant Cuban subver- 
sive activities have been directed not only 
against the old-line dictatorship of the Domini- 
can Republic but against most of the other 
governments as well. Guatemala recently 
broke diplomatic relations with Cuba; Costa 
Rica, El Salvador and Honduras are consid- 
ering similar action. Nicaragua has with- 
drawn its diplomatic representation from 
Cuba and has requested Cuba to take corre- 
sponding action. President Betancourt of 
Venezuela and other moderate democratic 
leaders have trcome Increasingly concerned 
about Fidel Castro'* dictatorial methods and 
his sympathy for the Communists. 

46. Even among those not directly threatened 
by the Castro regime's subversive activities or 
those reluctant to pass judgment on his in- 
ternal policies, there has been growing a feel- 
ing that the regime's contemptuous attitude 
toward the Organization of American States 
(CAS) and its flagrant violation of the doc- 
trine of nonintervention— coming on top of 
its vehement anti-US posture— pcsc a serious 
danger to the inter-American system. Thus 
far, however, there has been great reluctance 
to take concerted action against Castro for fear 
of undermining the concepts of national sover- 
eignty and noninterference in the internal 
affairs of other countries. Few governments 
presently feel that there is sufficient evidence 
of Communist domination of Cuba to justify 
action under the Caracas resolution • Vene- 
xuek and Colombia favor concerted action to 
curb Castro but only after the Trujillo dic- 
tatorship has been subjected to similar treat- 
mert. 

D. ThtOvtlook ^ 
"0i$Th€ Regime and the Opposition.^ Fidel ? 
Castro will aimost ueiudiily remain in power 
through I960, unless he becomes incapacitated 
to ruch an extent —• 'o be unable to exercise 


*At the 10th Inter- A.-.trican Conference la 1IM, 
the American states defined "domination or control 

rtate by the International Com*£ 
|mimUi movement^ as r tlu^t to the bemlipbere: 
whleh would idstlfy&c cilllns of a mtetlnt of con-" 
mltatloa to oonslder the adoption of appropriate ac- 
^ttoa la accordance wnn axMlng treaties, 


personal leadership. Castro still has a ttry 
substantial reservoir of popular support, and 
the regime's police state methods will probably 
be able to keep opposition elements off balance. 
As indicated above, we foresee no critical weak- 
ening of the economic situation before the end 
of the year. 

48. Should Fidel Castro depart the scene, a 
crisis probably would develop in a short time. 
Although Ratil Castro, whom the Prime Min- 
ister continues to designate as his successor, 
and "Che" Guevara would probably seek to 
carry on in his stead, disaffected elements 
would almost certainly seize upon the situation 
tt> make their bid for power, and there is a 
better than even chance that the country 
would be thrown into a period of widespread 
disorders and bloodshed. 

49. After six months or so, the regime is likely 
Xo face increasing problems. By 1961, infla- 
tion and the regime's failure to fulfill exag- 
gerated popular expectations of economic bet- 
terment will probably accelerate the erosion of 
popular support which has already taken place 
in some provincial areas. Discontent with 
the increasingly dictatorial nature of the re- 
gime will almost certainly continue to grow 
within organized labor and student and pro- 
fessional circles, especially if encouraged by 
the Church and by liberal elements In other 
Latin American countries. Although Fidel 
Castro will take every opportunity to depict 
the opposition as made up of adventurers, 
venal Batista supporters, and other reaction- 
aries, the growing number of his original sup- 
porters who have turned against him will make 
this argument increasingly ineffective. 

50. Even If Fidel Castro's base of popular tup- 
port narrows, the regime will continue to have 
great advantages -oyerunj developing oppo- 
sition so long as It controls the Instruments of 
economic and military power, together with 
the radio and press, labor organisations, and 
the like. However, If serious and widespread 
public disorders were to develop, the reliability 

v of the military and the •people's militia" would 
be questionable, ( made thus 

far to place dependable men !s ley positions 
and to Indoctrinate the rank-and-file. 
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61. The Communist JtoZc. 80 long as FSdrt 
Castro and his associates remain In power, the 
Communists and their sympathisers will al- 
most certainly continue to play a major role 
In formulation and execution of govern- 
ment policy— meanwhile enjoying further" op- 
portunities to extend their own Influence both 
In and out of the government. The poatibility 
cannot be excluded that Castro will try to put 
brakes on the growth of Communist power In 
Cuba or that he will attempt to assume a more 
neutral position. However, we beliere It ex- 
tremely unlikely during the next six months 
that he will seek to rid himself of his Commu- 
nist and pro-Communist associates, especially 
In view of the usefulness to him of their ■irf»« 
and organizing ability. Indeed, the outlook 
Is for increased dependence on them and a con- 
tinuance of a situation In which they make 
many decisions and take many actions without 
consulting him. If this trend continues, the 
Communists will gain de facto control of the 
Castro regime, and are "• near this point now. 

62. For the next six months or so, however. It 
appears unlikely that the Communists will 
have the desire to »ke * Md for power on 
their own or the necessary strength to main- 
tain It. Despite their Important gains in the 
last year and a half, the Communists still lack 
any broad support among the Cuban people 
and continue to depend on Fidel Castro to pro- 
vide an atmosphere In which they can thrive. 
Moreover, .they probably will continue to be- 
lieve that a bid for open recognition or an at- 
tempt to seise power at this stage Is both un- 
necessary and dangerous, that Castro can be 
«mnted on to support the kind of policies they 
advocate, and that an attempt/jo 
own leadership would only e 
wu reactions bbtS from < 

'in Cuba ana throti JSreW** S 

these reasons we believe that they wfil avoid 
moves which wou«c place Cuba demonstrably 
«nder Che dominiiion 1 or control of the inter- 
national : Co • the"- ■ 


f Tbf Director of etautfe Dk 

partaent of 6UU wou: 


t 


53. Foreign JtOat ton*. We foresee no signifi- 
cant change In the present pattern of Cuban 
foreign policy over the next six months or so. 
Fidel Castro wfil almost certainly continue his 
.bitter and vociferous hostility against the 178. 
mnd accuse both the US Government and US 
business interests of attempts to destroy the 
Cuban revolution. Be will almost certainly 
continue to engage In harassment of the base 
at Ouantanamo. Through a series of actions 
and reactions, this anti-US campaign might 
come to involve a demand for US withdrawal 
from Ouantanamo, a rupture of diplomatic re- 
lations, or danger to the lives of American 
dtisens in Cuba. 

64. Castro will probably continue his exten- 
sive propaganda and proselytizing activities in 
Latin America, resorting once again to spon- 
soring armed intervention In the event of the 
fall of the Trujillo regime or other favorable 
opportunities. Although Fidel Castro will 
probably continue his efforts to develop ties 
- with other underdeveloped countries and to 
promote a "third force"— a visit by Tito may 
take place in the fall— Cuba will probably be- 
come Increasingly Isolated and suspect vis-a- 
vis the other Latin American and most African 
and Asian governments. 

55. Cuban ties with the Bloc wffl almost cer- 
tainly be strengthened. As Bloc economic 
programs go Into effect over the months ahead, 
the Bloc presence In Cuba will grow. Recog- 
nition of additional Bloc governments, Includ- 
ing that of Communist China, b likely to take 
place. Cuba Is likely to support the seating of 
Communist China In the UN this fan. Al- 
though both Fidel Castro and the Kremlin wffl 
probably seek to avoid a situation In which 
Cuba gave the appearance of being a Commu- 
nist satellite, Castro's receptivity to Bloc ad- 
vice and his Interest In Bloc support seems 
Bkely to grow. 

66. For their part, the Communist leaders of 
the USSR and the Bloc wB3 probably do t£3r 
best to prolong the present state of affairs, 
which not only provides the Communists , 
themselves with an import* 
to exert Influence In Latin America but abo 
enables them to say that they are only helping 
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struggle against Imperialism And reaction. 
Tfce Bloc will almost certainly continue eco- 
nomic aid to Cuba and would probably m- 
create the level of aid in the event that US 
action, governmental or pri?ate, threatened to 
affect adversely the Cuban economy. Espe- 
cially if East-West tensions become more 


acute, the 8oviet leaders may make greater jj 
eff orts to play up Cuba as a source of irritation 
and embarrassment to the TO. However, we 
continue to believe that they will wish to avoid 
actions by themselves or by Fidel Castro which 
would provide a plausible basis for evert 
US-OAS action against Castra 
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